BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

JAMES E. & WLMA R )
Pl LGERAM ) DOCKET NO.: PT-1997-2
Appel | ant, )
)
-VS- )
)
THE DEPARTMENT OF REVENUE ) FI NDI NGS OF FACT
OF THE STATE OF MONTANA, ) CONCLUSI ONS OF LAW
) ORDER and OPPORTUNI TY
Respondent . ) FOR JUDI Cl AL REVI EW

The above-entitled appeal cane on regularly for
hearing on the 8th day of Decenber, 1999, in the Gty of Geat
Falls, Mntana, in accordance with an order of the State Tax
Appeal Board of the State of Montana (the Board). The notice
of the hearing was duly given as required by |aw The
t axpayer, represented by Janmes Pilgeram, presented testinony
in support of the appeal. The Departnent of Revenue (DOR),
represented by appraiser Robert J. Anderson, presented
testinmony in opposition to the appeal. Testinmony was
presented, exhibits were received and the Board then took the
appeal under advi senent; and the Board having fully considered
the testinony, exhibits and all things and nmatters presented to
it by all parties, finds and concludes as foll ows:

FI NDI NGS OF FACT

1. Due, proper and sufficient notice was given of



this matter, the hearing hereon, and of the tinme and place of
said hearing. All parties were afforded opportunity to
present evidence, oral and docunentary.

2. The taxpayer is the owner of the property which
is the subject of this appeal and which is described as
fol |l ows:

| mprovenents only located in the NE |/4E1l/2

NWL/ 4 E1/2 SWL/ 4 SEC 18 T17N R4E, Cascade

County, Montana. Further identified by the

assessor code #4370500.

3. For the 1997 tax year, the DOR appraised the
subj ect property at a value of $146,920 for the inprovenents.

4. The taxpayer appealed to the Cascade County Tax
Appeal Board requesting a reduction in value to $90,000 for the
I nprovenents.

5. The County Board reduced the value of the
i nprovenents to $132, 472.

6. The taxpayer then appeal ed that decision to this
Boar d.

7. The DOR did not appeal that decision of the |ocal

boar d.

TAXPAYER S CONTENTI ONS

M. Pilgeram testified that the taxes on this
property have risen over 1,000% since 1964. There are severa

buil dings involved in this appeal which are located on this
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agricultural property. There is the original house which was
built in 1908, a barn built in 1903, a barn built in 1903, a
barn built in 1903, a building built in 1910, and one that the
construction date is unknown but it is at least prior to 1923.
The taxpayer stated that the buildings are not used for nuch
except storage, and there are no foundations under any of them
The residence that is occupied by the Pilgerans is also a part
of the appeal as is a steel building used as shop.

M. Pilgeramreferred to the original house as a sort
of "landmark" with historical and sentinental value. It is not
being used for anything and is not occupied. The old
out bui I di ngs thensel ves have mnimal wiring for lights only and
do provide shelter for |ivestock and hay storage.

M. Pilgeram has had the property appraised by two
separate appraisers and both of themarrived at total property
values including the land at under $200, 000. The |and was
val ued as 367 acres at $150 per acre, and 153 acres at $200,
for a total value of $85, 650. The machi nery was val ued at
$15,500. Using these figures, and the $200, 000 apprai sal val ue
| eaves $98, 850 for the inprovenents.

The taxpayer attributed the nost value in his
requested i nprovenent value on the residence. The house was
built in 1970, and has a basenent and double car attached

garage. The house has two bat hroons, one of which was pl unbed



inutilizing materials fromthe old original residence. The
insulation in the ceiling is blown in insulation of shredded
paper and the walls have four inch blanket insulation. \V/ g
Pil geram stated that the house has had good care and is of good

construction quality.

DOR CONTENTI ONS

The DOR presented a copy of the property record card
for the subject property (Ex A). M. Anderson submtted copies
of phot ographs of the property (Ex B), and the cal cul ations for
the 45 x 90 building built in 1981 (Ex O. M. Anderson
expl ai ned the characteristics of the residence as described on
the property record card.

The values of the individual structures were

presented by M. Anderson. They are as foll ows:

The residence....... $116, 680

Metal Shop........... $23, 956( CTAB reduced to $10, 206)
20 X 36 Barn......... $1, 490

40 X 40 Calf Barn...... $1, 000 (CTAB val ue)

ad house 20 X 30........ $970
GainBin................ $810

M. Anderson stated that the DOR does not val ue

agricultural properties by using a nmarket nodel approach. The



i nprovenents are valued by using the cost approach. The
subj ect property costs have been nodified by the application of
an Econom c Condition Factor (ECF). He stated that the ECF is
determ ned by the DOR based on sales of property in an area, as
conpared to the costs to build a simlar structure. In this
case the ECF is 120% or an increase of 20% over the determ ned
costs associated with building the inprovenents. M. Anderson
stated that this is a nmethod used to correlate the two val ues
where as in this case the market woul d indicate that the denmand
i nfluences would create a higher value. He added that
agricultural properties are not market nodel ed because of the
many different values associated with agricultural |ands,
forested |ands, productive values, and the fact that the
i nprovenents thensel ves are generally not sold on an individual
basi s. The ECF however is applied uniformy to honmes in a

nei ghbor hood, but not to the agricultural outbuildings or |and.

BOARD S DI SCUSSI ON

The parties were in general agreenent concerning the
physi cal description and characteristics of the inprovenents.
The record indicates that there remains only one issue that is
causing the disparity in value between the DOR appraisal and
what the taxpayer believes the values to be.

The entire nei ghborhood, a |arge area surrounding the



Geat Falls area, is used in the determ nation of the ECF that
has been applied to the subject property. That includes sales
of properties that may be on one acre, or five acres, or a
residential tract size lot. That may also include those
properties with water influence (although M. Anderson stated
that properties directly on the river neighborhoods are not
i ncluded), those with recreational use potential or direct
access to subdivided tract services. Those types of properties
that are inpacted in various ways that influence the market
prices paid. The ECF is cal cul ated by surveying sales, yet the
sales of agricultural properties are not included in the sales
history files that are used to arrive at the ECF. It is true
that the application of the ECF is applied fairly and
consistently, but in the opinion of this Board it is determ ned
W thout the inclusion of agricultural property sales. |If they
had been the ECF may very well have been driven either up or
down based on those sal es.

The ECF is a market adjustnent factor. The
I nternational Association of Assessing Oficers (1AAO states:

Mar ket adjustnment factors are often required to
adj ust val ues obtained fromthe cost approach to the

mar ket. These adj ustnents shoul d be applied by type

of property and area based on sales ratio studies or

ot her market analyses. Accurate cost schedul es,



condition ratings, and depreciation schedules wll
mnimze the need for mnmarket adjustnent factors.
(IAAQ, 1990, Property Appraisal and Assessnent
Adm ni stration, pages 311-312)(Enphasi s applied)
Land values are not considered, because the factor is only
applied to i nprovenents val ued by the cost approach.
An ECF for a neighborhood is derived from sal es; but
there was no evidence or testinony fromthe DOR to indicate
the ECF applied was devel oped from sal es of properties of the
sanme type. It follows, therefore, that the ECF ought to be
removed. It is the opinion of this Board that the
appeal shall be granted in part and denied in part and the
deci sion of the Cascade County Tax Appeal Board affirnmed in
part and reversed in part. The values on the outbuildings as
determ ned by the local board shall remain as arrived at in
t heir deci sion. The value of the residence shall be as
determ ned without the application of the ECF adjustnent at
$97, 232. Based on the evidence and testinony in the record
this is a total value of $111,708 for the inprovenents that are

the subject of this appeal.

CONCLUSI ONS OF LAW

1. 15-8-111. Assessment - nmarket val ue standard -

exceptions. (1) Al taxable property nust be assessed at 100%



of its market val ue except as otherw se provided.

(2)(a) Market value is the value at which
property would change hands between a wlling buyer and a
willing seller, neither being under any conpul sion to buy or to
sell and both having reasonabl e know edge of relevant facts.

(b) | f the departnment uses construction cost as
one approxi mati on of market value, the departnent shall fully
consider reduction in value caused by depreciation, whether
t hrough physical depreciation, functional obsolescence, or
econom ¢ obsol escence.
11
11
11
ORDER

| T IS THEREFORE ORDERED by the State Tax Appeal Board
of the State of Montana that the subject property shall be
entered on the tax rolls of Cascade County by the assessor of
that county at the 1997 tax year value of $111,708 for the
i nprovenents as determ ned by the Board in conpliance with the
provi sions of this order.

Dated this 22nd day of January, 1999.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

PATRI CK E. MKELVEY, Chairman
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( SEAL)

GREGORY A. THORNQUI ST, Menber

NOTICE: You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review may
be obtained by filing a petition in district court wthin 60

days following the service of this O der.



